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CHAPTER 767-H.F.No.1916
[Coded in Partf

An act relating to taxation; defining the use of sales ratio studies; requiring social
security numbers; providing a procedure for handling ad valorem tax abatements; providing a
uniform appeal and demand period; clarifying classification of certain homesteads; increasing
size of family farm which gualifies for homestead treatment; recodifying the classification of
resort property, allowing a special levy for commuter van program; providing adjustments to
the levy limit base; defining resident estate and resident trust _for income tax purpeses; defining
income in compuling low income credit; providing apportionment in computing minimum tax
on preference items; allowing a carryback period for out-of-state losses; authorizing the
commissioner of revenue to release information 1o assessors; imposing the motor vehicle excise
tax on future sales of certain motor vehicles; delaying effective date of estate and trust income
alfocation provision; amending Minnesota Statutes 1976, Sections 270.07, by adding a
subdivision; 270.075, Subdivision 2; 270.076, Subdivision 1; 272.08; 273.13, Subdivisions 6a
and 19, and by adding a subdivision; 290.01, by adding subdivisions; 290.46; 290.47; 290.48,
Subdivisions 1 and 2; 2904.11, Subdivision I 2904.12; 292.08, Subdivision 4; 292.09,
Subdivision 3; 294.02; 294.021; 297.07, Subdivision 3; 297.09, Subdivision 5; 297.35,
Subdivision 3; 297,37, Subdivision 5; 297A4.31, Subdivision |; 297A.33, Subdivision I;
297B.033, by adding a subdivision; and Chapter 270, by adding a section; Minnesota Statutes,
1977 Supplement, Sections 124.212, Subdivision 11; 273.13, Subdivisions 4 and 6; 273.350,
Subdivision 5; 275.51, Subdivision 3d; 290.012, Subdivision 2; 290.09i; 290.17; 298.282,
Subdivision 2; 298.48, Subdivision 4; and Laws 1977, Chapter 423, Article I, Section 16;
repealing Laws 1977, Chaprer 307, Section 27.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes, 1977 Supplement, Section 124.212, Subdivision 11, is
amended 1o read:

Subd. 11. (a) The committee shall not increase the adjusted assessed valuation,
exclusive of property valuation added, improved, reclassified, or reassessed since the prior
assessment, of taxable property for 1362 er any subsequent year in any schoot district by
more than eight percent over the certified valuation established for the year immediately
preceding. ) :

{b) The sales ratio studies published by the depariment of revenue, or any part
thereof, or any copy of the same, or records accumulated in preparation thereof, which
are prepared by the commissioner of tevenue for the equalization aid review commitiee
for use in determining school aids pursuant to this section published by the department of
reventie shall not be admissible in evidence in any proceeding, except that in the ease of
property deseribed in seetion 273-13; subdivisiens 6; 6a; T, 7b; 40 er 12 the sales ratio
studies shall be admissible as a public record without the laying of a foundation in {1)
actions under chapter 278 erd in ihe case of property described in section 273.13,
subdivisions 6, 6a, 7, 7b, 10 or 12; (2) actions brought in the small claims division of the
tax court; or (3) in actions for review of the determination of the school aids payable
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under this section.

Sec. 2. Minnesota Statutes 1976, Chapter 270, is amended by adding a section to
read:

[270.066) COMMISSIONER TO REQUIRE SOCIAL SECURITY OR
IDENTIFYING NUMBERS ON FORMS. Notwithstanding the provisions of any other

commissioner include the social sgcurity number or taxpaver identification number of the
taxpayer or applicant.

+

Sec. 3. Minnesota Statutes 1976, Section 270.07, is amended by adding a
subdivision to read:

Subd. la. The commissioner shall examine all applications submitted to him by a
county board pursuant to section 375.192, subdivision 3. If the applicant has previously
submitted a claim for property 1ax relief pursuant to chapter 290A based on the property
taxes payable prior to receiving the abatement, the commissioner may approve the
application in an amount reduced by the relief provided pursuant to chapter 290A.

commissigner made pursuant to this subdivision.

Sec. 4. Minnesota Statutes 1976, Section 270.075, Subdivision 2, is amended to
read:

Subd. 2. As soon as practicable and not later than November 1 next following the
levy of the tax, the commissioner shall give actual notice to the airline company of the
assessed valuation and of the tax. The taxes imposed under sections 270.071 to 270.079
shall become due and payable on January | following the levy thereof. If any tax is not
paid on the due date or, if an appeal is made pursuant to section 270.076, within 38 60
days after notice of an increased tax, a late payment penalty of ten percent of the unpaid
tax shall be assessed. The unpaid tax and penalty shall bear interest at the rate specified
in section 270.75 from the time such tax should have been paid until paid. All interest and
penalties shall be added to the tax and collected as a part thereof.

Sec. 5. Minnesota Statutes 1976, Section 270,076, Subdivision 1, is amended to
read:

270076 APPEAL. Subdivision 1. Any airline company against which a tax has
been imposed under sections 270.071 to 270.079 shall have the right to appeal within 30
60 days from the date of notice of the levy of the tax to the tax court of appeais in the
manner provided by law.

Sec. 6. Minnesota Statutes 1976, Section 272.08, is amended to read:

272.08 INTEREST ON UNPAID TAXES. When any sum becomes due to the stale
of Minnesota as a tax of any kind and remains unpaid for a period of 38 60 days, it shall
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draw interest at the rate of 12 percent per annum from the expiration of that period of 39
60 days, such interest to be paid and collected with, and in like manner as, the principal
sum.

This section shall not apply to any sum due or to become due to the state as taxes
upon which interest or penalties are imposed after they become due or delinquent by any
law now in force in this state.

Sec. 7. Minnesota Statutes, 1977 Supplement, Section 273.13, Subdivision 4, is
amended to read:

Subd. 4, CLASS 3. (a) Tools, implements and machinery of an electric generating,
transmission or distribution system or a pipeline system transporting or distributing water.
gas, or petroleum products or mains and pipes used in the distribution of steam or hot or
chilled water for heating or cooling buildings, which are fixtures, all agricultural land,
excepl as provided by classes 1, 3b. 3e, all buildings and structures assessed as personal
property and situated upon land of the state of Minnesota or the United States
government which is rural in character and devoted or adaptable to rural but not
necessarily agricultural use shall constitute class 3 and shall be valued and assessed at 33
1/3 percent of the market value thereof, except as provided in clause (b). Except as
provided in subdivision € 3a, all real property devoted to temporary and seasonal
residential eccupancy for recreational purposes, and which is not devoted to commercial
purposes for more than 200 days in the year preceding the year of assessment, shali be
class 3 property and assessed accordingly. For this purpose. property is devoted to
commercial use on a specific day if it is used, or offered for use, and a fee is charged for
such use.

(b) For taxes assessed in 1977, payable in 1978, agricultural land and real property
devoted to temporary and seasonal residential occupancy for recreation purposes which is
classified as class 3 shall be assessed at 31 percent of its market value, and for taxes
assessed in 1978, payable in 1979 and thereafter, it shall be assessed at 30 percent of its
market value.

Sec. 8. Minnesota Statutes 1976, Section 273.13, is amended by adding a
subdivision to read: :

Subd. 5a. CLASS 3a. Class Ja shall constitute commercial use real property which

recrealional purposes but not devoted to commercial purposes for more than 200 days in
the year preceding the vear of assessment, which includes a portion used as a homestead
by the owner, with the following limitations: the area of the property which shall be

lakeshore. Clags 3a shall be assessed at 18 percent of the market value thereof in 1977, for
taxes pavable in 1978, and at 16 percent thereafter, The remainder of the parcel shall be
classified and assessed according to the pravisions of subdivision 4.

Sec. 9. Minnesota Statutes, 1977 Supplement, Section 273.13, Subdivision 6, is
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amended to read:

Subd. 6. CLASS 3b. &) Agricultural land, except as provided by class ! hereof, and
which is used for the purposes of a homestead; and resert land; as defined in pasagraph
b3; shall constitute class 3b and shall be valued and assessed at 18 percent of the market
value thereof in 1977, for taxes payable in 1978, and at 16 percent thereafter. The
property tax lo be paid on class 3b property ether than resert land a3 defined in
paregraph {b) as otherwise determined by law not exceeding 120 acres less any reduction
received pursuant to section 273.135, regardless of whether or not the market value is in
excess of the homestead base value, shall be reduced by 45 percent of the tax; provided
that the amount of said reduction shall not exceed $325. Valuation subject to relief in
1977 for taxes payzble in 1978 shall be limited to 120 acres of land, most contiguous
surrounding, or bordering the house occupied by the owner as his dwelling place, and,
such other structures as may be included thereon utilized by the owner in an agricultural
pursuit. For taxes levied in 1978 payable 1979 and subsequent years, valuation subject to
relief shall be limited to 160 actes of land, most contiguous surrounding, or bordering the
house occupied by the owner as his dwelling place, and such other structures as may be
included thereon utilized by the owner in an agricultural pursuit. If the market value is in
excess of the homestead base value, the amount in excess of that sum shall be valued and
assessed at 31 percent of its market value in 1977, for taxes payable in 1978, and at 30
percent thereafter. The first $12,000 market value of each tract of real estate which is rural
in character and devoted or adaptable to rural but not necessarily agricultural use, used
for the purpose of a homestead shall be exempt from taxation for state purposes; except
as specifically provided otherwise by law.

Agricultural land as used herein, and in section 273.132, shall mean contiguous
acreage of ten acres or more, primarily used during the preceding year for agricultural
purposes. Agricultural use may include pasture, timber, waste, unusable wild land and
land included in federal farm programs.

Real estate of less than ten acres used principally for raising poultry, livestock,
fruit, vegetables or other agricultural products, shall be considered as agricultural land, if
it is not used primarily for residential purposes.

(b} Commereial use real property which abuts a lakesheore line and is deveted to
to commercinl purposes for more then 200 days in the yesr preceding the year of
assessment; which ineludes a portion used as a homestead by the ewner; shall be ineluded
n elass 3b; within the following Henitations: the area of the property which shall be
included in elass 3b shall not exceed 100 feet of lakeshore footage for each enbin loeated
on the property; up to & toinl of 300 feet; and 500 feet in depth measured away from the
lekeshore: The remainder of the parcel shall be elassified apd nssessed pecording to the
provisions of subdivision 4

Sec. 10. Minnesota Statutes 1976, Section 273.13, Subdivision 19, is amended to
read:

Subd. 19. CLASS 3d. Residential real estate, other than seasonal residential,
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recreational and homesteads shall be classified as class 3d property and shall have a
taxable value equal to 40 percent of market value. Residential real estate as used herein
means real property used or held for use by the owner thereof, or by his tenants or lessees
as a residence for rental periods of 30 days or more, but shall not include homesteads, or
real estate devoted to temporary or seasonal residential occupancy for recreational
purposes, Where a portion of a parcel of property qualified for class 3d and a portion
does not qualify for class 3d the valuation shall be apportioned according 1o the

Sec. 11. Minnesota Statutes 1976, Section 273,13, Subdivision 6a, is amended to
read:

Subd. 62, HOMESTEAD OWNED BY FAMILY FARM CORPORATION OR
PARTNERSHIP, (a) Each family farm®corporation and each partnership operating a
family farm shall be entitled 10 class 3b assessment and shall be eligible for the credit
provided in subdivision 6 for one homestead occupied by a shareholder or pariner thereof
who is residing on the land and actively engaged in farming of the land owned by the
corporation or partnership. Such a homestead shall not exceed 420 160 acres, and shall be
assessed as provided in subdivision 6. notwithstanding the fact that legal title to the
property may be in the name of the corporation or partnership and not in the name of the
person residing thereon. “Family farm corporation” and “family farm™ shall mean as
defined in section 500.24.

(b) In addition to property specified in paragraph (a), any other residences owned
by corporations or partnerships described in paragraph (a) which are located on
agricultural land and occupied as homesteads by shareholders or partners who are
actively engaged in farming on behalf of the corporation or partnership shall also be
assessed as class 3b property, and be entitled to the credit provided in subdivision 6, but
the property eligible shall be limited to the residence itself and as much of the land
surrounding the homestead. not exceeding one acre, as is reasonably necessary for the use
of the dwelling as 2 home, and shall not include any other structures that may be located
thereon.

Sec. 12. Minnesota Statutes, 1977 Supplement, Section 275.50, Subdivision 5, is
amended to read:

Subd. 5. Notwithstanding any other law to the contrary for laxes levied in 1977
payable in 1978 and thereafter, “special levies” means those portions of ad valorem taxes
levied by governmental subdivisions to:

(2) satisfy judgments rendered against the governmental subdivision by a court of
competent jurisdiction in any tort action, or to pay the costs of settlements out of court
against the governmental subdivision in a tort action when substantiated by a stipulation
for the dismissal of the action filed with the court of competent jurisdiction and signed by
both the plaintiff and the legal representative of the governmental subdivision, but only to
the extent of the increase in levy for such judgments and out of court settlements over
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levy year 1970, taxes payable in 1971;

(b) pay the costs of complying with any written lawful order initially issued prior to
January 1, 1977 by the state of Minnesota, or the United States, or any agency or
subdivision thereof, which is authorized by law, statute, special act or ordinance and is
enforceable in a court of competent jurisdiction, or any stipulation agreement or permit
for treatment works or disposal system for pollution abatement in lieu of a lawful order
signed by the governmental subdivision and the state of Minnesoia, or the United Siates,
or any agency or subdivision thereof which is enforceable in a court of competent
jurisdiction. The commissioner of revenue shall in consultation with other state
departments and agencies, develop a suggested form for use by the state of Minnesota, its
agencies and subdivisions in issuing orders pursuant to this subdivision;

(c} pay the costs to a governmental subdivision for their minimum required share
of any program otherwise authorized by law, including the administrative costs of social
services but not administrative costs of public assistance programs or of county welfare
systems, for which matching funds have been appropriated by the state of Minnesota or
the United States, but only to the extent that the costs 1o the governmental subdivision for
the program exceed those expended in calendar year 1970, subject to rules promulgated
by the commissioner of revenue pursuant to the administrative procedures act. Amounis
levied pursuant to this clause which are in excess of the amount necessary to meet the
minimum required share of a program shall be deducted from the general levy made in
the following year;

(d} pay the costs not reimbursed by the state or federal government, of payments
made to or on behalf of recipients of aid under any public assistance program authorized
by law;

(e} pay the costs of principal and interest on bonded indebtedness, or, effective lor
taxes levied in 1973 and years thereafter, to reimburse for the amount of liquor store
revenues used to pay the principal and interest due in the year preceding the year for
which the levy imit is calculated on municipal liquor store bonds;

(f) pay the costs of principal and interest on certificates of indebtedness, except tax
anticipation or aid anticipation certificates of indebledness, issued for any corporate
purpose except current expenses or funding an insufficiency in receipts from taxes or
other sources or funding extraordinary expenditures resulting from a public emergency;

(g) fund the payments made to the Minnesota state armory building commission
pursuant to section 193,145, subdivision 2, (o retire the principal and interest on armory
construction boads;

(h) provide for the bonded indebtedness pertion of payments made 1o another
political subdivision of the state of Minnesota;

(i) pay the amounts required to compensate for a decrease in revenues from public
service enterprises, municipal liquor siores, licenses, permits, fines and forfeits and no
other, to the extent that the aggregate of revenues from these sources in the calendar year
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preceding the year of levy are less than the aggrepate of revenues from these sources in
calendar year [971. “Revenues” from a public service enterprise or a municipal liquor
store shall mean the net income or loss of such public service enterprise or municipal
liquor store, determined by subtracting total expenses from total revenues, and before any
contribution to or from the governmental subdivision. “Fines” for a municipal court
means the net amoun! remaining after subtracting total municipal court expenses from
total collections of municipal court fines. A governmental subdivision shall qualify for this
special levy only if the decrease in aggregate revenues as computed herein and divided by
the population of the governmental subdivision in the preceding levy year is equal to or
greater than two percent of the per capita levy limitation for the preceding levy year;

(j) pay the amounts required to compensate for a decrease in mobile homes
property tax receipts to the extent that the governmental subdivision’s portion of the total
levy in the current levy year, pursuant to section 273.13, subdivision 3, as amended. is less
than the distribution of the mobile homes tax to the governmental subdivision pursuant to
section 273.13, subdivision 3, in calendar year 1971;

(k) pay the amounts required, in accordance with section 275.075, to correct for a
county auditor’s etror of omission in levy year 1971 or a subsequent levy year, but only to
the extent that wher added 1o the preceding year's levy it is not in excess of an applicable
statutory, special law or charter limitation, or the limitation imposed on the governmental
subdivision by sections 275.50 to 275.56 in the preceding levy year;

{I) pay amounts required to correct {or an error of omission in the levy certified to
the appropriate county auditor or auditors by the governing body of a city or town with
statutory city powers in levy yesr 4971 or a subsequent levy year, but only to the extent
that when added 1o the preceding year’s levy it is not in excess of an applicable statutory,
special law or charter Qimitation, or the limitation imposed on the governmental
subdivision by sections 275.50 to 275.56 in the preceding levy year;

(m) pay the increased cost of municipal services as the result of an annexation or
consolidation ordered by the Minnesota municipal board in levy year 1971 or a
subsequent levy year, but only to the extent and for the levy years as provided by the
board in its order pursuant to section 414.01, subdivision 15. Special lévies authorized by
the board shall not exceed 50 percent of the levy limit base of the governmental
subdivision and may not be in effect for more than three years afler the board’s order;

(n) pay the increased costs of municipal services provided to new private industrial
and nonresidential commercial development. to the extent that the extension of such
services are not paid for through bonded indebtedness or special assessments, and not o
exceed the amount determined as follows. The governmental subdivision may calculate
the aggregate of:

(1} The increased expenditures necessary in preparation for the delivering of
municipal services to new private industrial and nonresidential commercial development,
but limited to one year's expenditures one time for each such development;

(2) The amount determined by dividing the overall levy Iimitation established
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pursuant lo sections 275.50 to 27556, and exclusive of special levies and special
assessments, by the total taxable value of the governmental subdivision, and then
multiplying this quotient times the total increase in assessed value of private industrial
and nonresidential commercial development within the governmental subdivision. For the
purpose of this clause, the increase in the assessed value of private industrial and
nonresidential commercial development is calculated as the increase in assessed value
over the assessed value of the real estate parcels subject to such private development as
most recently determined before the building permit was issued. In the fourth levy year
subsequent to the levy year in which the building permit was issued, the increase in
assessed value of the real estate parcels subject to such private development shall no
longer be included in determining the special levy.

The aggregaie of the foregoing amounts, less any costs of extending municipal
services (o new private industrial and nonresidential commercial development which are
paid by bonded indebtedness or special assessments, equals the maximum amount that
may be levied as a “special levy™ for the increased costs of municipal services provided to
new private industrial and nonresidential commercial development. In the levy year
following the levy year in which the special levy made pursuant to this clause is
discontinued, one-half of the amount of that special levy made in the preceding year shall
be added io the permanent levy base of the governmental subdiviston;

{0} recover a loss or refunds in tax_receipts incurred in non-special levy funds
resulting from abatements or court action in the previous year pursuant 1o section 275.48;

(p) pay amounts required by law to be paid to reduce unfunded accrued liability of
public pension funds, including interest thereon, in accordance with the actuarial
standards and guidelines specified in sections 62.71 to 69.776 and 356.215 reduced for
levy year 1977 and subsequent years by 106 percent of the amount levied for that purpose
in 1976, payable in 1977. For the purpose of this special levy, the estimated receipts
expected from the state of Minnesota pursuant to sections 69.011 to 69.031 or any other
state aid expressly intended for the support of public pension funds shall be considered as
a deduction in determining the required levy for the normal costs of the public pension
funds. No amount of these aids shall be considered as a deduction in determining the
governmental subdivision's required levy for the reduction of the unfunded accrued
liability of public pension funds;

(q) the amounts allowed under Minnesota Statutes, Section 174.27 1o establish and
administer 8 Comnmuter van program.

Sec. 13. Minnesota Statutes, 1977 Supplement, Section 275.51, Subdivision 1d, is
amended to read:

Subd. 3d. The property tax levy limitation for governmental subdivisicns in 1977
payable in 1978 and subsequent years shall be calculated as follows:

(a) The sum of the following amounts shall be computed: (1} the property tax
permitted to be levied in 1976 payable 1977 computed pursuant to Minnesota Statutes
1976, Section 275.51, Subdivision 3¢, plus
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(2) the amount of any state aids the governmental subdivision was entitled to
receive in calendar year 1977 pursuant to sections 477A.01; 298, 26 298.28, subdivisions 1
and la; 298.281, subdivision 1; 298.282; and 294.26, plus

(3) the amount levied in 1976 payable 1977 pursuant to Minnesota Statutes 1976,
Section 275.50, Subdivision 3, Clauses (a), (c), (d), and (e), and (f}, except for levies made
to pay tort judgments and make settlements of tort claims or to pay the salaries and
benefits of municipal and probate court judges, plus

Section 275 50, Subdivision 5, Clause (g) @ th_e administrative costs of public assmtance
programs or county welfare svslems plus

{43 (5) one-half of the amount of the special levy authorized under section 275.50,
subdivision 5, clause (n} shall be added to the permanent levy limit base of the
governmental subdivision in the year following the year in which it has been discontinued
as a special levy pursuant to the provisions of section 275.50, subdivision 5, clause (n).

(b) The sum computed in clavse (a) shall be ‘increasedr-annually in the manner
provided in section 275.52 to derive the levy limit base for successive years.

(c) For taxes levied in 1978 payable 1979 and subsequent years, the levy limit base
is the levy limit base which was computed for the immediately preceding year under the
provisions of this section increased according to the provisions of section 275.52, Any
amount levied in 1976 payable 1977 under the provisions of section 275.50, subdivision 5,
clauses (a), (c), (d) er, (e) or (f} to meet the costs of programs, services or legal
requirements which cease 1o exist in a subsequent year shall be subtracied from the levy
limit base in the year in which the programs, services or legal requirements for which the
levy was made cease to exist.

(d) The levy limit base shall be reduced by the total amount of state formula aids
pursuant to section 477A.01 and taconite taxes and aids pursuant to sections 294.26;
298.26; 29828, subdivision 1; and 298.282, to be paid in the calendar year in which
property taxes are payable. As provided in section 298.28, subdivision 1, for taxes payable
in 1978 and 1979, two cents per taxable ton, and for taxes payable in 1980 and thereafter,
one cent per taxable ton of the amount distributed undcr section 298, 28 subdivision 1

@ aid. The res resulting figure is the amount of property taxes which a governmental
subdivision may levy for all purposes other than those for which special levies and special
assessments are made,

Sec. 14. Minnesota Statutes 1976, Section 290.01, is amended by adding a
subdivision to read:

Subd. 7a. RESIDENT ESTATE Resident estalc means the estate of a deceascd

procecdmg other than an anc1llary Qroceedmg, or (c) the administration of the estate is
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carried on in Minnesota in a proceeding other than an ancillary proceeding.

Sec. 15. Minnesota Statutes 1976, Section 290.01, is amended by adding a
subdivision to read:

Subd. 7b. RESIDENT TRUST. Resident trust means a trust except a grantor type

amended through December 31, 1976.

Sec. 16, Minnesota Statutes, 1977 Supplement, Section 290.012, Subdivision 2. is
amended to read:

Subd. 2. “Claimant” means the individual taxpayer whose income, together with
that of his spouse. if any. brings him within the provisions of this section and section
290.06, subdivision 3d. No claimant and spouse whose federal adjusted gross income.
including the modifications increasing federal adjusted gross income as computed under
section 290.01, subdivision 20. clause (a) and section 290,17, exceed $20.000 may qualify
under this section.

Sec. 17. Minnesota Statutes, 1977 Supplement, Section 290.0%1, is amended to read:

290.091 MINIMUM TAX ON PREFERENCE ITEMS. (a} [n addition to all other
taxes imposed by chapter 290 there is hereby imposed for each taxable year beginning
after December 31, 1976, a tax which, in the case of a resident individual, estate or trust,
shall be equal to 40 percent of the amount of the taxpayer's minimum tax liability for tax
preference items pursuant 1o the provisions of sections 56 to 58 and 443(d) of the Internal
Revenue Code of 1954 as amended through December 31, 1976 except that for purposes
of the tax imposed by this section, excess ilemized deductions as defined in section 57(b)
shall not include any deduction taken for Minnesota income tax paid and capital gains as
any pain occasioned by sale, transfer or the granting of a perpetual easement pursuanl 1o
any eminent domain proceeding or threat thereof as described in section 290.13,
subdivision 5. This modification shall apply o the years in which the gain or reduction in
loss is actually included in federal adjusted gross income even though amounts received
pursuant to the eminent domain proceedings were received in prior years. In the case of 2
resident individual, estate or trust having preference items which could not be taken to
reduce income from sources outside the state pursuant to section 290.17, subdivision 1, or
any other taxpayer the tax shall equal 40 percent of that federal liability, multiplied by a
fraction the numerator of which is the amount of the taxpayer’s preference item income
allocated to this state pursuant to the provisions of sections 290.17, subdivision 2 1. lo
290.20, and the denominator of which is the taxpayer’s total preference item income for
federal purposes.

taxable years beginning after December 31, 1976, and before January 1, 1978, which are
not allocable to Minnesota under the provisions of sections 290.17 1o 290.20 in effect for
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such vears, the tax shall equal 40 percent of the taxpavyer's federal minimum tax liability,

in effect for such years and the denominator of which is the taxpayer’s total preference
items for federal purposes.

Sec. 18. Minnesota Statuies, [977 Supplement, Section 290.17, is amended to read:

290.17 GROSS INCOME, ALLOCATION TO STATE. Subdivision 1. INCOME
OF RESIDENT INDIVIDUALS, ESTATES AND TRUSTS. {a) The gross income of
individuals during the period of time when they are residents of Minnesota and the gross
income of resident estates and trusts shall be their gross income as defined in section
290.01. subdivision 20,

putside the state which is included in an individual’s gross income pursuant 1o section
290.17, subdivision 1, may be taken only to the extent of the amount of income derived

preceding taxable years because of the provisions of clause (b), may be taken to reduce
any net income derived from sources outside the state which remain after application of
clause {b) for income earned and deductions for the current taxable vear, provided,
however, that any deductions allowable pursuant 1o this clause (c) may be taken only to
the extent of the amount of net income remaining after the application of clause (b).

Subd. 2. OTHER TAXPAYERS, In the case of taxpayers not subject to the
provisions of subdivision 1, items of gross incorme shall be assigned to this state or other
states Of countries in accordance with the following principles:

(1) The entire income of all resident or domestic taxpayers from compensation for
labor or personal services, or from a business consisting principally of the performance of
personal or professional services, shall be assigned to this state, and the income of
nonresident taxpayers from such sources shall be assigned to this state if, and to the
extent that, the labor or services are performed within it; all other income from such
sources shall be treated as income from sources without this slate;

{2) Income from the operation of a farm shall be assigned to this siate if the farm is
located within this state and o other states only if the farm is not located in this state.
Income and gains received from tangible property not employed in the business of the
recipient of such income or gains, and from tangible property employed in the business of
such recipient if such business consists princ